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Recent Trends in Personnel Management* 


By C. C. Batperston, Professor of Industry, 
Wharton School of Finance and Commerce, 
University of Pennsylvania 


baal years ago, personnel managers placed special emphasis on the supply- 

ing of effective workers. Their problem during the past few years has 
been to maintain an efficient staff with a high morale in the face of the changes 
incident to the business landslide. The emphasis shifted from the build- 
ing up of a force to the paradoxical problem of keeping it efficient while 
it was being decimated. 

Chief executives are once more devoting more of their own attention 
to industrial relations. It is now clear, as it should have been before, that 
personnel management is not something separate from general manage- 
ment, which can be turned over to an obscure department while the respon- 
sible operating heads attend to more pressing matters. Personnel policies 
are effective only when actually carried out by line executives in their super- 
vision of those reporting to them. 

We shall first discuss what general management has done with ques- 
tions affecting people. Take, for example, the adjustment of the executive 
pyramid to a reduced income and volume of sales—.e., the reduction of 
the administrative force in order to decrease expense. A few years ago, 





* Presented at the A. M. A. Personnel Conference held at the Palmer House, Chicago, Feb. 7, 


3. 

This paper does not attempt to portray the status of personnel management in all companies. It 
is confined to some observations in connection with a study of about 25 pioneer companies, made 
by the author for the Industrial Research Department of the Wharton School, University of Penn- 
sylvania. j 2 ena 
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we would have thought that the demotion of men either in salary or in 
job would reduce their morale so greatly that their retention on the pay- 
roll would be inexpedient. Yet companies have reduced men from one rank 
to another, with apparent success. That high officials have been able to 
induce their associates to take positions lower down the ladder has meant 
that fewer old and middle-aged executives are walking the streets than 
would otherwise have been the case. Many concerns have worked on the 
problem of making their executive pyramid and their administrative ex- 
pense more flexible so that it can either be reduced or expanded according 
to the volume of business at a given time. This is a logical development 
not only to meet depression emergency but to safeguard the future perma- 
nence of the concern if we continue to do business in the midst of rapid 
change. 

Over 150 of our large manufacturing plants, railroads and utilities 
are paying a dismissal wage in some form to those laid off. One of the 
trends is that increasing emphasis is placed upon age in the determination 
of the amount of dismissal compensation. Another tendency is to pay it 
even to those dropped for incompetency, although the amount may be smaller, 
and to make eligible for it men of relatively short service. 

Wage rates were, of course, reduced, but two very significant differ- 
ences are evident: 1. In concerns sensitive to the problem of maintaining 
esprit de corps, the sequence of dividend, salary and wage cuts has been 
the reverse of 1921; 2. One of the wage cuts has frequently been used to 
realign salaries and to bring the rates into tune with the difficulty and re- 
sponsibility of the job. The realignment of salaries and wages to wipe 
out inequities is difficult unless the general level is either rising or falling. 
Consequently, many progressive managements have taken this opportunity 
to iron out the injustices and ill-feeling caused by salaries that are out of 
line. In a period of good business, such as we had between 1923 and 1929, 
it seems inevitable that salaries in some departments should be advanced 
faster than in others, either because of more aggressive department heads, 
or because of nepotism. At the end of such a period men working side by 
side may feel that they are not being paid fairly, that the rates of pay have 
little connection with the contribution to the company. The fact that em- 
ployees are mute when other jobs are unavailable does not lessen the injustice. 

_ In addition to these questions that have been encountered by general 
management, it may also be worthwhile to consider the recent tendencies 
in the activities of the personnel departments proper. They may be divided 
into two groups, those that are clear, and those that are uncertain. 


Among the obvious depression trends are the following: 
I. Increased emphasis upon relief activities ; 
2. Many departments busier because of company and community re- 
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lief work together with the time-consuming investigation of individual cases 
prior to dismissal ; ‘ 

3. The expenses of personnel departments have been reduced by the 
decrease or elimination of company contributions to employee activities ; 

4. The less essential routine records have been eliminated, as well as 
many company magazines and training courses ; 

5. Turnover for reasons other than layoff has shrunk to negligible 
proportions, often less than 10 per cent; 

6. In connection with financial provisions for employee security, the 
sentiment for credit unions has increased, but except in unusual circum- 
stances, plans for the employee purchase of stock have come to be considered 
dangerous. 


Among the trends that are confused and indefinite might be included: 


1. The tendency to decentralize the responsibility for training, the 
emphasis upon training for the job rather than for cultural background, and 
the significant growth of retraining employees to increase their versatility ; 

2. The increased centralization of the guidance of the personnel ac- 
tivities ; 

3. The unification of financial plans for employee security ; 

Relief work has been emphasized especially in companies located in 
small or medium-sized communities where they are expected to take the 
lead and to provide both money and guidance. There is considerable varia- 
tion in the methods of handling relief work. If it is over-centralized so 
that the employees do not participate in its administration, or if the em- 
ployees are given loans that must be cashed at the company store, ill feeling 
is engendered. In contrast, an employee of one large corporation told 
me that the active participation of his associates in the relief program and 
the evident sincerity with which the company was backing it might in the 
future prove to be the strongest asset on the personnel balance sheet. 

The expense of the personnel and employment departments has been 
generally reduced. Because the hiring activity atrophied, the employing 
staff were either transferred or dismissed. Many personnel records are 
no longer kept current and reliance is placed upon special studies to 
provide such information when needed. Company contributions to the 
athletic games and social activities have been curtailed and often eliminated. 


Financial Provisions for Employee Security 


We have had a real disillusionment in industry concerning employee 
ownership. Our most authoritative source of information on employee 
stock ownership, the Industrial Relations Section of Princeton University, 
finds that of 50 plans surveyed, 60 per cent had become inoperative before 
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the end of 1932.1 The general sentiment seems to be that there are great 
dangers involved in sponsoring the sale of common stock to rank and file 
employees. The costly nature of our recent experiences, in money and 
in the loss of morale, has probably taught us a lesson. Yet we still find 
some advocates of the sale of common stock who believe in the principle 
with various protective features. These would either limit the purchase 
to a selected group, make offerings only in selected years, or guarantee the 
payments until the expiration of the plan. Others advocate offering only 
preferred stock, and, if possible, stock which would have priority in case 
of failure. 

I feel that the provision of a systematic channel for employee saving 
is altogether desirable, but that with the exception of special cases, em- 
ployee stock purchase is not a financially sound investment plan for employees, 
and is a questionable management policy. The difficulty is that many com- 
panies have copied their plans from others and have omitted the safeguards. 
Consequently there are three reasons for not using it unless the company is 
very stable and can offer its employees safeguards that will protect them in 
case of a debacle like the one we have been experiencing. 


1. It is poor advice to ask any workman to invest his savings in the 
same company from which he draws his pay check. If that company meets 
financial adversity, he not only loses his source of current income, but the 
savings on which he relied to carry him through the valley as well. 


2. It is unsound financial advice to suggest to a workman, let alone 
to urge him, to invest in the common stock of any one company unless 
he has first accumulated a “rainy day” fund the principal of which can be 
realized at any time. Yet, that is exactly what many companies have done 
frequently in the past. 


3. The argument is advanced that employee stock ownership builds 
morale and loyalty. And yet, curiously enough, in companies which have 
urged their employees to purchase stock, the cart seems to have gotten before 
the horse. The more loyal the employees, the more loath they are to sell 
out. They feel there is something disloyal to the company in running to 
cover, even though they suspect the stock may fall further than it has. 
Instead of building morale, this procedure destroys it. If an employee 
stock purchase plan cannot be relied upon to increase the esprit de corps in 
a company, why have it? 

The original objective of systematic saving and the development of an 
interest in the company is admirable but I believe that the safeguards 
which surround a few unusual arrangements such as the guarantee of principal 
or sale below market price, have been forgotten in the majority of stock pur- 


1See “Employee Stock Ownership and the Depression,” prepared by Eleanor Davis. Industrial 
Relations Section, Princeton University, 1933. 41 pages. 
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chase plans. It is my confident hope that the mechanisms used in the future 
will represent sounder methods because the price of failure has been high. 

In contrast to the fall of employee stock purchase, we have the rise 
of credit unions. There are now approximately 1,600 credit unions in the 
United States, and they seem to have survived the depression rather well. 
One thing in their favor is that the lending of the fund is handled by 
the man’s own buddies. Since they are familiar with his situation at home, 
they put a brake on loans that are excessive or speculative. Another is that 
a man is less willing to have his associates lose than he is for the company 
to lose. Consequently, the loans are probably a better risk if the man knows 
that the money is lent him by his fellow employees than from a reserve 
fund of the company. 

There are advocates of the unification of all the financial provisions for 


employee security. The Eastman Kodak Company has such a unified ar- 
rangement. But however logical it may seem to have a homogeneous plan 
linking death and disability insurance, a plan for regular savings, and pro- 
vision for retirement, there are practical difficulties involved. In the first 
place, when the matter is under consideration, a company usually discovers 
that its scattered plans covering some of these contingencies have developed 
traditions, and that their fusion into a new comprehensive scheme would 
be confusing and disturbing. Moreover, it is to be questioned whether a 
comprehensive scheme can be explained in sufficiently simple terms to be 
understood and accepted. Finally, there is always the danger that unless 
the administrative heads face each of the financial risks of the employees 
frankly and separately, they will not all be provided for. 

Employee training, of course, may emphasize the improvement of a 
man’s ability to do his job, or it may emphasize his general development and 
cultural background. Some companies, like the American Rolling Mill, 
have recently drifted toward the former, yet still others feel they need a 
properly balanced ration of both types of instruction. In fact, a given 
company seems likely to swing from one position to the other in a cyclical 
fashion. The most significant development in the whole field of training 
has been the retraining of employees in this emergency. As a part of work 
spreading, it was often essential, but where it actually opened up new jobs 
for men who would otherwise have been laid off, the efforts of companies 
like Kohler have been very constructive. To the extent that specialized 
work and training have narrowed the usefulness of workers, the latter’s 
security has been lessened. It is not only a social obligation, but probably 
good business for companies to broaden their executives and other workers. 

A number of pioneer companies have increased the centralization of 
control over the personnel activities during the last two or three years. 
There are undoubtedly gains to be made from such centralization in admin- 
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istering salaries uniformly, insuring that work will be spread fairly, and 
that layoffs will be so made that the best qualified and most deserving em- 
ployees are retained. On the other hand, boards of directors occasionally 
feel that highly centralized departments of any kind make for administra- 
tive expenses, and that economy dictates the distribution of the personnel 
staff among the operating departments. 


Lessons of the Depression 


In times like these, it would be natural, in any survey of industrial 
relations, to see the wreckage of abandoned hopes and promises. On the 
other hand, one must not ignore the constructive developments, many of 
which are encouraging. Most fundamental of all is the development of a 
personnel philosophy or attitude among the operating management and 
owners. Without the growth of such a philosophy, the conduct of affairs 
during this depression would have been far different. Moreover, there are 
signs that plans are being tailor-made to fit the needs of individual com- 
panies. At least, one can find more evidence now of real analysis prior to 
the adoption of a new scheme. 

Evidences of improvement that are more tangible are to be found in 
the decreasing accident rates, explained partly by the laying off of the less 
experienced workers, but also by the constant emphasis upon safety. There 
has probably been a similar trend in the sickness rate. In the provision 
of security against the risks of death, disability, accident and sickness, old 
age and unemployment, there have been some definite gains. At least, 
group life insurance with some total disability protection has grown apace. 
There are likewise, according to Industrial Relations Counselors, Inc., some 
420 pension plans, under which 3,750,000 employees have been protected. 
Of a large group of plans, roughly one-half were both funded and on an 
actuarial basis.? 

In addition to these tangible evidences, discussion of the problems of old 
age and unemployment has grown tremendously. An analysis of the per- 
sonel literature of the past decade reveals a great increase in the number of 
articles upon worker security and wage policy. Out of all this discussion and 
thinking, there will undoubtedly come more experiments and more action. 

Needless to say, depression has revealed mistakes in policy and procedure. 
The mistakes made in connection with employee stock ownership and pensions 
are typical. It is now clear that if employees contribute to a pension fund, 
their money should be invested only in the most conservative manner. Em- 
ployee funds and company funds that support contractual arrangements must 
be treated as trust funds if corporations are to keep faith with their em- 


1See “Industrial Pension Systems” by Murray W. Latimer. New York: Industrial Relations 
Counselors, Inc., 1933. 2 volumes. 
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ployees. Moreover, it would appear that certain corporations have fallen in 
the esteem of their employees and the public because of the injudicious man- 
ner in which pre-retirement cases have been treated. To lay a man off within 
a few years of his retirement age may be necessary, but unless fair provision 
is made for him the action is interpreted as an attempt to reduce the number 
of pensioners. The answer is to make the provision as to the age of retire- 
ment flexible. 


Other lessons of the depression add to our humility. The inability of 
operating and personnel managers to continue their personnel policies in the 
face of adverse economic forces, for instance. Although the recent trend of 
business has by no means minimized the need for effective personnel pro- 
grams, it is painfully apparent that the program within a given company can 
operate only within limits that are set by economic forces. 

Perhaps the solution of the personnel problems just ahead is to strive 
for flexibility on the one hand, and for more adequate insurances on the 
other. Many of the constructive steps toward flexibility must necessarily be 
taken by the general management, for they involve expansion policies, the 
financial structure and reserves, and the choice of products to be sold. The 
impact of economic forces has demonstrated that general management de- 
cisions have more to do with the welfare of employees and their families 
than do many so-called personnel policies. 


With regard to the complicated problem of financial provisions for em- 
ployee security, might we not be on safer ground if we attempted to deter- 
mine the minimum a company can afford to provide for the various personnel 
risks, and then begin the re-education of employees in the virtues of individual 
thrift? No one can expect employee contributions to be made to a pension 
plan in many industries at present ; but we did not save enough, as individuals, 
in the balmy days of 1923-1929. What we did save, we invested unwisely. 
Now workers are disillusioned by the loss of their savings, especially when 
they were advised or urged by their companies to enter an unsound invest- 
ment or pension arrangement. 

During the happier years of the next decade, the extra earnings of 
employees over and above what they will be earning during a moderate work 
week, say of 35 or 40 hours, and part of the extra profits of our companies, 
could be devoted to building up greater economic security for employees. 
Annuity plans could be so arranged that in prosperous years employees would 
be encouraged to buy their annuities for two or three years ahead. Companies 
could likewise use their extra profits of those years to build up reserves, or to 
buy annuities for their employees. If workers are to have more than the 
minimum of financial security, it will have to be provided when both they and 
their companies can afford to set aside the money. 

We are scarcely learning our lessons fast enough. For instance, have we 
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learned not to put our faith in mere phrases, like “high wages and prosperity,” 
nor to copy blindly what other companies are doing? Perhaps the latter habit 
is to be blamed for personnel programs that are poorly integrated and without 
clearly defined aims. Not only do concerns need to re-define their objectives, 
and to look where each part of the program is leading them, but to recognize 
that, year by year, their personnel administration is in danger of depending too 
greatly on general rules and decisions. 

It is obvious that on matters like salary administration, generalizations 
and policies are needed to give uniformity. Whatever science there may be in 
personnel management therefore demands them, but their application is an- 
other matter. Perhaps in the past too many executives have thought in terms 
of classes, and too few in terms of the individual people who comprise them. 
Those who have emphasized programs to the exclusion of the individual need 
to refocus their attention upon him. Such emphasis is the essence of good per- 
sonnel administration ; unless department heads and personnel managers have 
a real interest in, and a liking for people, paper policies will be ineffective. 
Unless the individual who carries out the so-called policies is an experienced 
person, one who has passed through some of the vicissitudes of life, he can 
scarcely talk to his fellows on a basis of confidence. 

Will we continue to be content with organization arrangements that sep- 
arate personnel and general management so that the operating departments 
think of the personnel department as a step-brother? Personnel management, 
considered apart from general company management, is merely window- 
dressing and a delusion. One hopes to see more company programs reach the 
adult stage typified by a high degree of integration, with less emphasis on 
hobbies, and with the program in actual operation as well as on paper. 


Discussion by 
Epwarp S. Cowprick 


Sia task of the industrial relations man in 1933 is twofold. He must, 

of course, continue his active work of relief and the other things that 
have been taking so much of his attention. At the same time, he must begin 
to plan, if he has not already begun to plan, for the policies and practices 
that will be needed in the post-depression years, and for the problems that 
will then arise. 

The first of these problems is that of unemployment. During the post- 
depression years—the first of them at least—unemployment will remain acute. 
Whatever solutions may be suggested or adopted, the personnel man has a 
very definite responsibility for influencing the management of companies to 
look at these questions with an open mind. Considerable harm can be done 
—considerable harm has been done in the past—by industrialists and others 
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who, like most of us, are attached to the present economic system, taking a 
stand-pat, closed-mind attitude. 

In the next few years we shall have many new experiments, many new 
needs perhaps, in the field of employee thrift and investment. I am less 
pessimistic than Mr. Balderston as to the future of employee stock owner- 
ship. I believe there is considerable to be salvaged out of this practice, and 
that the principle, if applied wisely, is still sound. 

Certainly not every company, regardless of its stability and its earnings, 
should sell common stock to its employees. In fact, there are relatively few 
companies in the country that ought to sell common stock to the rank and file 
of workers. But that does not nullify the value of the principle. No form 
of investment was foolproof in the kind of depression we have been going 
through. I do not believe we should discard employee stock ownership, 
although we should safeguard it to a greater extent than some companies have 
done in the past. 

Before the depression personnel management had just begun, rather 
cautiously and conservatively, to concern itself with the selection and training 
of executives. That development has been interrupted to a considerable ex- 
tent by the exigencies of immediate circumstances, but it will be one of our 
first tasks to take up when conditions become more nearly normal. Whatever 
form recovery ultimately takes, industry needs a constantly improving type of 
executive, and personnel men cannot long shirk responsibility not only for 
the training but also for the selection of the executives who are to lead indus- 
try in the future. 


Discussion by 
J. E. Watters, Director of Personnel, 
Purdue University 


 vaahriaenaed has found during this depression that it is cheaper to prevent 

accidents than to pay for them after they have occurred, to prevent unem- 
ployment than to pay for it, to prevent inefficiencies than pay for them, and 
to provide personnel activities which will prevent personnel difficulties and 
troubles rather than to allow them to come to a head and demand expenditures 
greater than the cost of prevention. This does not mean that these personnel 
activities should be looked upon entirely from a dollar and cents viewpoint. 
The increase of relief activities which Mr. Balderston mentioned emphasize 
the fact that during this depression employers have not lost their souls. 

We have seen some personnel departments discontinued, and some actu- 
ally grow during the depression. I have studied the failures with consider- 
able interest. It seems that if a personnel department took too strongly the 
side of management against the employees or the side of the employees against 
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the management, then that department had the greatest difficulty weathering 
the storm of the depression. This statement indicates that the personnel de- 
partment might attempt to assume more persistently a neutral attitude toward 
both management and employees, and be as friendly to each as possible, with- 
out incurring the jealousy of the other. Perhaps this is the open-minded 
attitude Mr. Cowdrick mentioned. - 

The subject of the proper use of leisure time in industry has become an 
important one. In these days when leisure time is on the increase it would 
be a fitting activity for the personnel department to teach workers how to 
employ these hours most advantageously. Some communities have made an 
effort in that direction—for example, the Leisure Hour Clubs of Indianapolis. 
However, there has been only small activity on the part of individual indus- 
trial concerns to sponsor and promote the creative use of leisure on the part 
of their employees. It is a personnel problem worthy of study and promotion. 

If companies will recognize then, that the prevention of personnel diffi- 
culties are cheaper than the cure after they happen; if the personnel depart- 
ments will persistently assume a neutral yet friendly attitude towards both 
management and employees; and if the personnel departments will train em- 
ployees in the creative use of leisure, the depression should witness added 
strength to personnel work in industry. 


Discussion by 
W. E. Yeomans, Manager, Industrial Bureau, 
The Merchants’ Association of New York 

We SOMETIMES forget that the first training our employees get comes 

from our public school systems. It is surprising to note the lack of 
coordination between the vocational schools and the industries which they 
serve. Children are being turned out to do things, to do jobs, to fill occupa- 
tions which will never occur for them. Neither industry nor the schools have 
thus far made any really effective effort to gear our educational processes to 
occupational trends. We are still teaching children to do things which 
mechanization and increasing technological improvements have rendered ob- 
solete. Personnel men can do a great service in the solution of the problem 
by directing their efforts toward coordination of vocational school curricula 
with the needs and desires of industry. 

It is surprising to find that during the depression the elimination of per- 
sonnel activity has not occurred in as large a ratio as one might think. Ina 
study of between 60 and 70 large concerns it was discovered that whereas 
the concerns who contributed to the study reduced their working forces by 
something like 26.3 per cent, they reduced the personnel in their personnel 
departments only about 17 per cent, largely due to that outside force which 
thrust them into relief work, into community work and made it advisable or 
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necessary to retain a larger proportion of their personnel force than other- 
wise might be maintained. In some cases it was found that increases in per- 
sonnel department force decreases in the overall force.* 

All of the problems of the depression have not come to us yet. The 
very resumption of activity by industry will bring new problems which must 
be solved. I warn the personnel man against finding those problems at his 
doorstep without proper preparation to meet them. 

At a recent meeting of the National Retail Dry Goods Association, one 
of the speakers said every department store should have a vice president in 
charge of personnel, a new executive, merely as a way of preparing those 
companies for problems which the resumption of activity will bring. I be- 
lieve there is going to be an increasing tendency on the part of management 
to give personnel executives an important voice in the councils. Today the 
personnel man should find his greatest effort in so developing himself as to 
deserve that place. 


Personnel Activities at the Hawthorne Works of Western 
Electric Company 


By G. S. RuTHERFoRD 
Superintendent of Industrial Relations 


| t panored the past few years our attention at Hawthorne has been directed 

to plans for greater employee security, and to the results of the opera- 
tion of these plans, more than to any other phase of personnel work. The 
breakdown of the individual programs in so many cases of lay-off, and the 
weakening of the situation in so many other cases by short hours of work, 
was at first thought discouraging ; but a closer look makes us feel that our 
thrift program in itself has been fairly good, although it should probably be 
rounded out by other kinds of thrift or security undertakings; and, more 
fundamentally, we must be interested in the task of shaping our underlying 
economic situation toward greater stability. The A. T. & T. Stock Purchase 
Pian, Ready Money Savings Plan, the Building and Loan Savings Associa- 
tion, our encouragement of life insurance, the Bell System Plan for Disabil- 
ity and Death Benefits, together with our set-up for personal and home loans 
in critical cases, have made a creditable showing during the crisis. Further 
plans for integrating a more complete plan for employee thrift and security 
must, of course, take the questions of unemployment insurance and the credit 
union movement into account. 

Our employment and placement activities were, of course, largely in the 





1See “Effect of the Depression on Industrial Relations Activities,” a study made by the Merchants’ 
Association of New York. Industrial Relations, September, 1932. 
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adjustment of younger people coming into our industry. With the lay-off of 
shorter service employees, and the retention of the most experienced people, 
the problems of placement shifted to the transfer of older operators into new 
lines of work. Here an endeavor has been made to bring into use all of our 
experience and our records of employee ratings and past performances, so 
that the most effective adjustments to new work would result. The occasion 
also affords us some interesting opportunities to check up on the accuracy 
of psychological and occupational tests which we had previously employed in 
many individual cases and in individual departments. We have attempted 
to find jobs for employees laid off by contacting Chicago firms who might be 
in need of an employee with qualifications which their own list of laid off 
employees did not furnish. Several hundred have been placed in this way. 
Another activity has been to counsel employees at the time of their depar- 
ture, particularly in advising them on the conservation of their cash termina- 
tion allowances and other assets. This has been supplemented by later inter- 
views with laid off employees. 

The field of training and educational activities, together with the em- 
ployee research studies which we have undertaken within the last few years, 
is of great interest to us. 

We hope to continue our supervisory training work, and we expect to 
continue to apply to it the results of fact finding studies in human relations. 
The physical sciences and the machine application and exploitation of this 
knowledge have had their full share of attention, particularly in the last few 
decades. Perhaps in the years ahead we shall shift the emphasis in industry, 
as well as in the university, to the human machine and to a knowledge of 
the things that make it go. 

With the necessity for economy, we have brought together into a closer 
knit group those of our people who are directly concerned with the admini- 
stration of personnel work. Recent emergencies have served to emphasize 
the dependence which we must place on the line organization supervisors 
for an intelligent personnel job. The set-up for the direct planning and ad- 
ministration force does not matter so much, provided it functions in promoting 
a man-to-man relationship between the line supervisors and their people, the 
result of which is the final test of the effectiveness of the human relations 
effort. Our recent change tends to bring personnel management into a closer 
integration with general management, at the same time detracting nothing 
from the effectiveness of the line organization contacts. 


















GENERAL MANAGEMENT 


America Chooses Nationalism 


By placing domestic recovery ahead ot all 
other issues, the Administration has flatly 
rejected internationalism for the time being, 
at least. As a result of this decision, the 
author states, “the United States is now 
to be given a chance to show the economic 
self-sufficiency claimed for it. The rest of 
the world can go peddle its papers.” 

Inevitable as such a policy may have 
been in view of the trend of events in Eu- 
rope and the reaction to those events on the 
part of our people, many necessary conse- 
quences of the decision seem to have been 
given little consideration. In the first place, 
the policy will compel a cancellation of war 
debts and seriously jeopardize the repay- 
ment of private investments abroad. In 
the second place, we must be prepared to 
face a permanent maladjustment in our im- 
portant export industries. In regard to 
agriculture, particularly, the time is most 
inappropriate to effect the necessary read- 
justments in view of the tremendous sur- 
pluses which have been built up during the 
depression. These readjustments can only 
be made at the expense of consumers who 
may very well balk at the burden inflicted 
upon them. 

“Economic nationalism,” the author con- 
cludes, “in spite of its patriotic appeal, 
promises to do more to promote sectional 
bitterness than any policy this country could 
have adopted.” The most that can be said 
for it is that “it will have a certain limited 
utility if used merely as a temporary ex- 
pedient. It fits the present temper of the 
What is more 


general American public. 


THE MANAGEMENT INDEX 
Abstracts and News Items 


271 


important, it promises to hurry the elimina- 
tion of the topheavy international debt 
structure by necessitating cancellations, de- 
faults and write-downs. In this respect, a 
better basis for international trade will be 
laid for the future.” By William P. Black. 
Barron’s, July 31, 1933, p. 18:2. 


National Industrial Planning Is Not 
Feasible 


Efforts to interfere with the industrial 
and trade mechanism of the nation by de- 
tailed administration of prices, costs, pro- 
duction and investment can only delay, con- 
fuse and obstruct recovery, the author de- 
clares. Such interference cannot prevent 
recovery, in his opinion, but after recovery 
comes, it may still be necessary to recover 
from the cure. 

Interpretations of the depression which 
led to the Washington experiment have no 
support whatever in available statistics re- 
garding the course of production, prices, 
real wages, industrial productivity and con- 
sumption in the past century. By default, 
American industry is about to be governed 
from the outside by doctrines, dogmas and 
ideologies which have no scientific basis. 
By Virgil Jordan. The Iron Age, July 20, 
1933, p. 26-B:4. 


Can Your Trade “Leaders” Meet the 
New Crisis? 


The former managing director of the 
American Management Association lists the 
major requirements of the trade association 
managing director under the NRA: 1. Ex- 
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perience in association management; 2. 
Knowledge of trade association activities ; 
3. Knowledge of management policies 
and practices; 4. Knowledge of economic 
principles ; 5. Organizing ability ; 6. Ability 
as an educator; 7. Neutrality among units 
of the industry; 8. Appreciation of what 
“public interest” means. 

Mr. Donald further discusses the func- 
tions of the managing director: 1. To 
marshal the best thinking of the industry 
in the solution of its problems; 2. To stim- 
ulate the industry’s thinking; 3. To keep 
informed on trade association practices; 
4. To perform secretarial duties; 5. To 
help to interpret the policies expressed in 
the code of practice; 6. To facilitate code 
enforcement. By W. J. Donald. Forbes, 
August 1, 1933, p. 6:4. 


Changes in Cost of Living in the United 
States, June, 1933 

The cost of living in the United States 
declined 2.9 per cent between December, 
1932 and June, 1933, according to the 
semi-annual survey by the Bureau of Labor 
Statistics. Food decreased 2 per cent; cloth- 
ing 1.4 per cent; rents, 7.8 per cent; fuel 
and light, 5.4 per cent; and miscellaneous 
items, 2.4 per cent; while house furnish- 
ing goods increased 0.2 per cent. Compar- 
ing June, 1932 and June, 1933, there was a 
decrease of 5.5 per cent in cost of living 
as a whole. Monthly Labor Review, Aug- 
ust, 1933, p. 455 :12. 


The Behavior of Consumption in Busi- 
ness Depression 


The importance of the behavior of con- 
sumption during the business cycle is an 
economic fact which is little appreciated 
and less understood. This analysis throws 
light on the present behavior of the busi- 
ness cycle, and affords some explanation 
of the causes of the previous period of 
prosperity and the present period of de- 
pression. Actual consumption of goods by 
the ultimate consumer remained practically 
the same in depression as in prosperity, 
excluding the abnormally depressed year 
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of 1932, and then the declines were not 
great. Hence it is probable that produc- 
tion of these consumption goods has not 
fallen off greatly over this 1928 to 1932 
period. A sharp drop has taken place in 
the production of producers’ goods, such as 
lumber, iron, steel, lead, and zinc, and of 
durable consumption goods, such as the 
automobile; it is these declines which seem 
to account for the depressed business con- 
ditions existing today. 

A high rate of activity in those indus- 
tries producing producers’ goods charac- 
terized the period of prosperity existing 
in the years 1925 to 1929; a low rate of 
activity in these same producers’ goods in- 
dustries characterizes the period of de- 
pression from 1930 through 1932. Is this 
difference which exists between these two 
periods the basic cause of prosperity or of 
depression? That such is the case is 
strongly suggested by the results of this 
study. Business recovery, then, must, un- 
der normal conditions, chiefly await an im- 
provement in the activity of those indus- 
tries which produce producers’ goods. By 
Arthur R. Tebbutt. Harvard University 
Business Research Studies No. 3, August, 
1933. 21 pages. 


The Economic Basis of the Recovery 
Act 


The primary purpose of the Recovery 
Act is to bring about the necessary equi- 
librium between supply and demand without 
the reduction of purchasing power. The 
code of fair competition is the vehicle for 
its accomplishment. 

The general counsel of Associated Indus- 
tries of Massachusetts emphasizes the eco- 
nomic soundness of the Act and its absolute 
necessity if we are to bring about jobs for 
all, which means industrial stability. 

The second part of the Act relating to 
the prodigious program of public works is 
a necessary counterpart to the industrial 
feature, he says. “If we don’t take care 


of the surplus labor by employing them on 
public works, we must support them by 
charity, thus destroying the morale of the 

















men, and getting nothing but debased man- 
hood in return.” : 

He concludes: “I am convinced that the 
second part of President Roosevelt’s pro- 
gram is socially and economically sound, 
and is a necessary complement to the first 
part.” By Edgar J. Rich. Industry, Aug. 
5, 1933, p. 1:2. 


The Bubble of Public Works 


The author holds the view that, as a 
long-run proposition, the Administration’s 
public-works program will have the‘ op- 
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posite effect from that intended. He main- 
tains that public works which in fact are 
not self-supporting, will become a perma- 
nent drain upon the employed, and that 
capital will deprive them of the purchasing 
power which alone can supply permanent 
work for those now unemployed. He pleads 
for a reopening of markets so that the 
surpluses of all nations may be cleared as 
a prelude to any sound raising of prices. 
By Seth Axley. Barron’s, Aug. 7, 1933, 
p: 3°Z. 


FINANCIAL MANAGEMENT 


A Crisis in American Banking 


The enforcement of the positive and neg- 
ative provisions of the Banking Act of 
1933 offers several clear alternatives: 1. 
Reduction of the Federal Reserve System 
to a mere nucleus in numbers with a sur- 
rounding body of banks already dubbed 
“insolvent” by the banking authorities as 
having “inadequate” assets to meet their 
obligations; 2. continuance of the individ- 
ual banks as at present, with doubtful port- 
folios and a danger of failure, but with 
the other banks of the nation which are 
still solvent, and in some cases liquid, 
obliged to assume general responsibility for 
them; 3. complete reorganization of the 
system in which the larger banks practi- 
cally buy and take over the smaller insti- 
tutions in vast numbers; or 4. acceptance 
of the Government as a stockholder, using 
funds supplied by the solvent banks at the 
outset instead of waiting to be called on 
for guaranty. Whichever course of action 
may be the one actually pursued, it is 
clear that the result must be, in one way 
or another, to make the larger and more 
solvent institutions responsible for the as- 
sets of all the banks in the country; it is 
the assets and not the “deposits” of the 
banks that are guaranteed. 

For a long time it has been observed 
that the Federal Reserve System was stead- 
ily developing into a purely governmental, 
or government-financing, type of banking 


system or arrangement. Under such con- 
ditions, the System, Professor Willis con- 
cludes, “stands as a menace rather than 
as an assistance to the banks of the coun- 
try, the more so because its existence 
opens the way for such recommendations 
as have constantly been offered since the 
opening of the present national adminis- 
tration looking to the sovietising of the 
System.” By H. Parker Willis. Com- 
mercial & Financial Chronicle, Aug. 26, 
1933, p. 1469:5. 


Economic Right Price 


The National Recovery Administration 
has been more or less definitely committed 
to the elimination of unfair competition in 
industry. From the author’s point of view, 
the distinction between fair and unfair 
competition is almost wholly a matter of 
price results. Unfair competition is de- 
fined as that method of doing business 
which produces prices insufficient to meet 
the economic cost and profit requirements 
of the given industrial operations. To be 
successful, the Recovery Administration 
must sanction the regulation, not of price 
itself nor the volume of production, but 
the manner in which price is determined. 

For each product, the author holds, there 
is an “economic right price’ which incor- 
porates two basic provisions: 1. A uni- 
form definition and standard of profit based 
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on minimum economic profit requirements ; 
and 2. a uniform and universal method 
of cost determination which is economically 
sound and reliable and will, therefore, give 
true costs. Prices so determined should 
be enforced upon all competitors within an 
industry with the result that the manufac- 
turer whose production costs are high and 
out of line due to production inefficiency, 
cannot compensate for this inefficiency by 
a sacrifice of essential unit profit, since 
agreement and enforcement are directed 
specifically to this point. The price must 
be high and out of line in correspondence 
with his excessive cost. That manufac- 
turer only has a price advantage whose 
efficiency is relatively high and whose costs 
therefore, are relatively low. 

Since such prices, the author concludes, 
“are based on normalized costs, they would 
be independent of periodic variations in 
business volume, but would change, down- 
ward, with gradual increase in productive 
efficiency.” Thus, the consumers, the work- 
ers, the manufacturers would derive bene- 
fits from which they are now deprived due 
to unfair methods of competition. By 
Everett L. Woodworth. The John R. Hall 
Corporation, 1933. 40 pages. 


Instalment Selling Meets the Test 


“Instalment selling,” the author states, 
“has sailed through the depression with 
honor. It has proven itself to be sound 
and now offers one of the safest outlets 
for employment of surplus capital. Charges 
that consumer credit accentuated the de- 
pression, if it did not contribute directly 
to causes, are not borne out and this mod- 
ern means of whipping up distribution de- 
serves attention from those who desire to 
stimulate business activity.” Losses have 
been sustained, of course, but these losses 
are relative and should be compared with 
those borne by other forms of credit, sav- 
ings, and investments. At the present time, 
it is stated that consumer credit will 
shorten the acquisition of purchasing power 
and the purchase. In so doing, production 
and consumption would be brought nearer 


together in time and consumption would 
be accelerated. By Arthur Fertig. Com- 
merce and Finance, Aug. 2, 1933, p. 668 :2. 


Relation Between Wholesale Prices and 
Commercial Failures 

An important relation between the num- 
ber of business failures and the rise and 
fall of wholesale prices is apparent when 
these two series of data are compared over 
a period of years, it is indicated by a chart 
entitled “Business Cycles, Wholesale Prices 
and Commercial Failures — 1866-1932,” 
which shows: 1. The monthly index of 
industrial activity compiled by Leonard P. 
Ayres; 2. a monthly index of wholesale 
commodity prices compiled by G. F. War- 
ren and F. A. Pearson of Cornell Univer- 
sity; and 3. a yearly index of commer- 
cial failures compiled from data provided 
by Dun & Bradstreet’s. 

Current trends in wholesale prices and 
business failures indicate that the tendency 
for failures to decrease as prices rise is in 
evidence. The number of commercial fail- 
ures has declined substantially in recent 
weeks as wholesale prices have risen. 
Domestic Commerce (United States De- 
partment of Commerce), August 20, 1933, 
p. 49. 


Deflating the Corporation Balance Sheet 
to Inflate Earnings 


When volume of sales was good, prices 
high, and plants running actively, deprecia- 
tion represented a minor part of the total 
income from sales. But now that the 
wheels have ceased to whir so evenly, there 
stands the old rock “depreciation” as big 
as ever but now a formidable obstacle 
toward attaining black figures in the in- 
come statement. This condition has re- 
sulted in an increasing number of corpora- 
tion statements in which substantial write- 
downs in plant and equipment have been 
made. It is management’s job to earn 
profits and this they seek to do by all ac- 
ceptable means. But it is incorrect and 
unfair to the corporation’s own stockhold- 
ers to turn out income statements in fu- 
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ture years showing insufficient or no ex- 


pense for depreciation, and it is unfair to- 


competitors to fix prices below cost, which 
is apt to happen when depreciation is not 
considered an element of cost to be re- 
couped in the selling prices determined 
upon. In conclusion, the author states as 


Insurance* 


Broader Insurance Coverage 


The president of the Keystone Adjust- 
ment Corp. believes that it is probable that 
less than 5 per cent of insureds carry all 
those types of coverage required to provide 
complete protection. Most of the others 
think that they have complete protection 
and are disappointed when making a claim 
to learn that the policy contract did not 
include all types of loss. The companies 
then face the alternative of paying a claim 
which was not contemplated or causing 
irritation to the insureds. 

Mr. Campbell suggests that policies be 
made more comprehensive, to cover many 
of the hazards which are now insured under 
several policies. By J. Sherman Campbell. 
The Weekly Underwriter, Aug. 5, 1933, p. 
232. 


Insurance Bibliography 
Sixth annual index to current literature 
dealing with casualty insurance, suretyship 
and related subjects received in the library 
of the National Bureau of Casualty & 
Surety Underwriters during 1932. April, 
1933. 42 pages. 


Agents Forbidden to Replace Invalidated 
Insurance Without Additional 
Premium 


The Department of Justice of Pennsyl- 
vania has informed the Insurance Commis- 
sioner that it is illegal for a local agent 
to replace insurance in a company in re- 
ceivership with another company for the 
unexpired term of the original policy un- 
less the agent collects a premium for the 





THE MANAGEMENT INDEX 


275 


his firm conviction that “the ‘writers-off’ 
who join the fashion parade of 1932-1933 
will in a few years be moved to tears by 
the ill-becoming $1.00 value with which 
they clothed their plant and equipment.” 
By William R. Donaldson. Trust Compa- 
nies, August, 1933, p. 173 :4. 


second coverage. Likewise, it is against 
the laws of Pennsylvania for an assured 
to accept such rewritten insurance without 
expense to himself. 

The states differ on this question. New 
York takes the position supported by num- 
erous other states that there is no viola- 
tion of rebating laws in replacing insurance 
from an insolvent company with a going in- 
surer, taking from his client an assignment 
of the right to collect the unearned pre- 
mium on a cancelled insurance. The Penn- 
sylvania Department of Justice considers 
that the chances of collecting premiums 
on the cancelled insurance are not suffi- 
cient to be considered a substitute for an- 
other premium nor as a “consideration” for 
such assignment. The Eastern Under- 
writer, July 14, 1933, p. 1. 

Nore.—This clearly emphasizes the 
double risk which the insured takes in 
placing insurance in doubtful carriers; the 
liability to law violation and uncollectibility 
with excess cost.—Ed. 


Assessment Liability Under Long Term 
Policies 

The Supreme Court of Michigan recently 
held in the case of the Empire Mutual Fire 
Insurance Co. vs. Hammerberg that the 
insured who takes out a three or five year 
policy containing the provision that assess- 
ment liability should not exceed one addi- 
tional premium, must pay such amount as 
is called for up to the full premium paid 
for the policy period. In this case the in- 
sured had taken out a five year policy, 
paid three annual premiums, but only one 





* Insurance abstracts are contributed by P. D. Berrertey, Assistant Treasurer, Graton & Knight 
Co.; Vice-President in Charge of Insurance Division, American Management Association. 
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assessment, and declined to pay a second 
assessment. 

The Court also held that the statutory 
liability of persons insured in mutual in- 
surance companies cannot be avoided by 


OFFICE MANAGEMENT 


any arrangement entered into with the com- 
pany whereby such liability is limited, nor 
can it be lessened by any provision in the 
articles of association. The Weekly Un- 
derwriter, July 29, 1933, p. 211. 


Organization: Job Analysis, Employment, Pay, Tests 


The Place of Office Management in the 
Present Economic Picture 

During this period of economic upheaval 
a great deal has been done to reduce office 
costs, but there is still much to be done. 
There is need for real leadership and for 
the getting together of leaders in the ex- 
change of ideas. 

We are, without question, working 
toward qa shorter work day and work week. 
What are we doing in the way of prep- 
aration? How is this going to affect our 
operating costs? 

The budget for office operating expenses 
has been found to be an indispensable tool 
of management, and the finer it is broken 
down, the easier it will be to control the 
individual item of expense. 

Properly applied incentives for office 
work, wherever the accomplishments can 
be measured, will minimize many of the 
troublesome problems of management, such 
as the always perplexing problem of wage 
adjustment, training, turnover, quality 
work, etc. By I. J. Berni. N OM A 
Forum, June, 1933, p. 6:5. 


Analysis of Employment Interviews 


Seven employment interviews were at- 
tended by twenty observers who rated the 
seven applicants on a graphic scale and 
ranked the interviewers in order of merit. 
The interviews were also analyzed from 
verbatim records, and rated by five em- 
ployment experts. Applicants did from one- 
quarter to one-half of the talking. The 
applicant who did the least talking was 
hired. It is suggested that interviewers 
could be trained by means of intelligent 


criticism of stenotyped records of their 
conversations with a selected group of ap- 
plicants. By Richard S. Uhrbrock. The 
Personnel Journal, August, 1933, p. 98:4. 


The Influence of Noise on Production 
and Fatigue, as Related to Pitch, 
Sensation Level, and Steadiness 
of the Noise 


Measurements of the effect of accurately 
controlled noise upon production in a wide 
array of industrial and office tasks indicates 
the following: 

1. A varying complex noise has the most 
serious effect upon production; 2. A com- 
plex but steady noise is worse on pro- 
duction than a relatively pure tone; 3. A 
pitch above 512 cycles cuts into production 
more than a low pitch of the same loud- 
ness; above 512 cycles each increase in 
frequency is followed by a loss in produc- 
tion; 4. A reduction in a complex noise 
regardless of the original loudness is ac- 
companied by increased output. By Don- 
ald A. Laird. The Journal of Applied Psy- 
chology, June, 1933, p. 320:11. 


Classification of Office Positions in the 
University of Chicago 

Office positions in the University of Chi- 
cago involving about 500 employees were 
graded and classified in 1932 with a view 
to establishing equitable salary standards 
for each grade of work. Position de- 
scriptions, supplied by employees and sup- 
plemented and validated by supervisors and 
department heads, were rated on each of 
seven common characteristics, three re- 




















ferring primarily to the duties and responsi- 


bilities, and four to the minimum qualifica-’ 


tions considered essential for the position 
under consideration. Each position was 
classified in accordance with its total rat- 
ing, and the provisional classification re- 
viewed, corrected, and agreed upon in con- 
ference with the department head con- 
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cerned. The reliability of this rating pro- 
cedure is indicated by the correlation of 
-+.96 between combined ratings on the three 
work factors and on the four qualification 
factors. Definitions of factors and factor- 
grades are presented. By Forrest A. 
Kingsbury. The Personnel Journal, Aug- 
ust, 1933, p. 91:7. 


Records: Forms, Charis, Cards, Files, Statistics 


Branch Correspondence Control 


The author outlines the technique of 
developing and installing a system of filing 
correspondence in a company which main- 
tains a number of geographically-distrib- 
uted branches. “This system,” the author 
states, “offers full control, not by any 
elaborate plan, but by common-sense prac- 
tical methods that ensure by their very 
nature an accuracy that is almost auto- 
matic.” By C. H. Costello. Business, 
August, 1933, p. 23:2. 


Printed Forms—Cost Reduction and 
Control 


In an outline of recent experiences of 
the Canadian National Grand Trunk Rail- 
ways with printed business forms, the fol- 
lowing points are offered for check: 1. 
Establish a centralized control of printed 
forms; 2. Set up standards conforming to 
the requirements of the business ; 3. Investi- 
gate the utility of all forms not obviously 
necessary; 4. Either cancel them, or bring 
them within the standard limitations; 5. 
Schedule the ordering to increase the quan- 


tities and combine orders; 6. Build up bar- 
riers against form revisions and new forms. 
By C. U. Stapleton. N O M A Forum, 
June, 1933, p. 14:4. 


What We Learned About Reducing 
Costs of Forms and Stationery 


Savings amounting to thousands of dol- 
lars have been made at Westinghouse 
Electric and Manufacturing Co. through 
the use of standardized production meth- 
ods for printing office forms and adver- 
tising literature. Problems that were en- 
countered and their solution are discussed. 
By W. R. Jacobson. System and Manage- 
ment Methods, July, 1933, p. 302:3. 


The Use of Photography in Department 
Store Accounting 

The controller of Strawbridge and 
Clothier discusses the operation, with its 
advantages and savings, of the photograph- 
ing method of bookkeeping used in charg- 
ing customers’ accounts in that store. By 
L. G. Andrews. N O M A Forum, June, 
1933, p. 12:3. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


Now You Must Control Your Labor 
Costs 


With the NIRA’s acceleration of a cen- 
tury-old trend, industry must learn how to 
make a profit in spite of higher wages and 
shorter hours. 


The point is, wages must 





go up, unit labor costs down. This seem- 
ingly paradoxical situation can be met by 
means of balanced rates, wage incentives 
that limit unit cost but increase production 
and earnings, efficient clerical and sales 
effort, modern cost finding and control. 
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These are discussed. By Charles H. Hatch. 
Factory Management and Maintenance, 
August, 1933, p. 305 :2. 


1932 Ratios for Printing Management 


Developed from members’ annual bal- 
ance sheets, operating statements, and cost 
reports. Compiled and prepared by the 
Department of Finance and Accounting. 


Industrial Economics: Labor and 
Immigration 


An American Plan for Unemployment 
Reserve Funds 

The American Association for Labor 
Legislation advanced a tentative draft of 
“An American Plan for Unemployment 
Reserve Funds” in December, 1930. In 
view of the extensive discussion concerning 
unemployment insurance in legislative 
chambers and elsewhere since that time, the 
draft of their act has been revised. In 
brief outline, outstanding features of the 
proposed legislation are as follows: The 
bill applies to employers of four or more 
employees or whatever number is specified 
in the state’s accident compensation law; 
but agricultural workers, domestic servants, ’ 
public employees, and non-manual workers 
paid at a rate of $2,000 or more a year, are 
not covered. Highly seasonal industries 
which customarily operate not more than 
17 weeks a year are for the present ex- 
cluded, and partial unemployment because 
of its complexities is made the subject of 
preliminary study by the administrative au- 
thorities. Benefits are provided, after a 
waiting period of three weeks, at the rate 
of 50 per cent of wages with a $15 weekly 
maximum. Eligible employees may receive 
a total of 16 weeks of benefit in any one 
year, but not more than one week of bene- 
fit for each three weeks of employment. 
The employer’s maximum contribution is 
3 per cent of payroll, but this is reduced 
to one per cent when his reserve per em- 
ployee amounts to $65, and is discontinued 
so long as the reserve per employee is 


United Typothetae of America, 1933. 60 
pages. 


An Economic Study of the Organization, 
Finance and Operations of Farmers’ 
Business Cooperatives in Vermont 


By H. C. Grinnell. Bulletin 346, Uni- 
versity of Vermont and State Agricultural 
College, October, 1932. 103 pages. 


Capital, Legislation, Wage Theory, 


$100 or more. The employer who is suc- 
cessful in stabilizing thus reduces his un- 
employment burden. The state is made 
custodian of the reserve funds, but respon- 
sible employers who set up approved plans 
may upon official authorization continue to 
operate them under strict state supervi- 
sion. The state department of labor ad- 
ministers the system; and employment 
offices, local and central appeal boards, and 
a representative advisory council are pro- 
vided. The cost of administration, limited 
to three-tenths of one per cent of payroll, 
is assessed upon the employers’ reserve 
funds, each in proportion to the amount 
of benefits paid. American Association for 
Labor Legislation, June, 1933. 19 pages. 


Hours and Earnings—United States, 
1926 and 1933 


A chart is presented which compares the 
average weekly earnings of unskilled male 
workers in manufacturing industry and the 
hours per week worked by them in 1926 
with corresponding facts in May and June, 
1933. 

In all instances the average earnings of 
this group in the two months of 1933 
charted here were conspicuously lower than 
in the year 1926. “This fact has signifi- 
cance with reference to the proposed regu- 
lation of hours and wages in industry. It 
means that in certain industries a majority 
of the workers in this group would have 
to have their wages raised to earn $14 
in a week even if there were no limitation 
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of hours. 
average hourly earnings much in excess of 
this figure, there would undoubtedly be a 
certain number of workers whose wages 
would have to be increased. It is to be 
remembered that the figures here charted 
are average, not minimum, earnings. In- 
dustries in which the average weekly earn- 
ings of the unskilled male labor is rela- 
tively high are usually those that work 
relatively long hours. A _ limitation of 
hours to 35 a week would in most cases 
require higher hourly rates for a majority 
of the workers in this group to produce 
a weekly income of $14 as has been sug- 
gested.” 

The figures charted indicate that if the 
workers whose earnings now fall below 
$14 a week are raised to that level, and 
those whose weekly earnings rise above 
that level are maintained at their present 
height the introduction of the 35-hour week 
will mean a very considerable increase in 
average hourly earnings, and, from the 
standpoint of the employer, in labor costs. 
Chart No. 307, National Industrial Con- 
ference Board, August, 1933. 


National Employment System Law 


A national employment system for the 
United States was established by a recent 
act of Congress. This law provides for 
a countrywide employment system in co- 


Shop Methods: 


Frozen Money 

A rapid turnover of stock is now gen- 
erally accepted as one of the most impor- 
tant factors in profit making. Many manu- 
facturers who came to hand-to-mouth buy- 
ing against their will, have learned the 
technique and find it good. Three factors 
are of the utmost importance in doing busi- 
ness with the minimum amount of money 
tied up in stock: 1. The purchasing meth- 
ods must be adjusted to the times; 2. The 
stockkeeping methods must be effective; 


Even in the industries with | 
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operation with the various states. Before 
a state can obtain the benefits of any ap- 
propriations under the act it must accept 
the provisions of the Federal law and desig- 
nate a state agency with power to cooper- 
ate with the United States Employment 
Service. The complete text of the law is 
given. Monthly Labor Review, July, 1933, 
p. 88:3. 


The Operation of the Ohio Wage 
Garnishment Law 
By L. H. Grinstead. Bureau of Business 
Research, College of Commerce and Ad- 
ministration, The Ohio State University, 
February, 1933. 105 pages. 


How Goodyear Employees Shared Their 
Work 


Describing the various work-sharing 
plans tried by Goodyear, the President of 
the Goodyear Tire & Rubber Company out- 
lines in some detail the plan which met 
with greatest success. Mentioning, in con- 
clusion, the Industrial Recovery Act, he 
states that his company “is entering whole- 
heartedly into the spirit of the New Deal, 
determined to contribute to the limit of 
our ability to the success of a plan which 
is broadly conceived as a means of improv- 
ing civilization.” By P. W Litchfield. 
Executives Service Bulletin, August, 1933, 


pp 322. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


3. The cycle of manufacture must be short. 
The author outlines the implications of this 
program for the various departments con- 
cerned. In those industries whose pur- 
chasing, storeskeeping and planning de- 
partments have accepted the challenge 
offered by the depression, results have been 
achieved, which, in many instances, will 
serve to modify stock control even when 
industrial conditions become more normal. 
By K. B. White. Industry Illustrated, Au- 
gust, 1933, p. 10:4. 
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Benefit Systems and Incentives: Vacations, Profit Sharing, Wage Plans, 


Suggestions, Stock Ownership 


What Price Maintenance? 


The authors present in some detail the 
steps necessary for the establishment of a 
wage incentive plan for a maintenance de- 
partment. The first step is to make a 
thorough anaylsis of the type of work that 
is done by the division. The organization 
of the department should be outlined, pref- 
erably by chart. A thorough investigation 
of the plant’s job orders is the next step. 
Then there should be worked out the most 
effective “gang set-up” for the reorganized 
maintenance job. The next step would be 
to set up an entire table of budget stand- 
ards for each department which the main- 
tenance division would serve. These stand- 
ards would be based on a table of depart- 
ment production in units, covering maxi- 
mum and minimum possibilities for each 
standard. Long-term averages for labor 
needs should be established, to avoid ex- 


treme fluctuations which might otherwise 
occur in the work schedule. 


An important feature in the successful 
application of the plan is the development 
of proper methods and standards of estimat- 
ing. 

The successful application of a wage in- 
centive system to a maintenance depart- 
ment of course will demand the devising of 
appropriate forms, adapted to company and 
department needs. Such a program needs 
—and deserves—for its best efficiency, the 
sincere support of the management and all 
supervisors. Granting these facilities and 
conditions, there can be no doubt that an 
average maintenance department can 
achieve substantial savings through the in- 
stallation and the operation of a wage 
incentive system. By Hasbrouck Haynes 
and Graham Buck. Mill & Factory, Au- 
gust, 1933, p. 26:6. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


The New Deal for Safety 


The director of personal service of the 
American Rolling Mill Company tells how 
that organization has kept pace with the 
rising standards of the various functions 
of modern industry, by constant training 
of the organization. 

Every department is on a budget and 
the actual expenditures are compared with 
the standard set for each item of expense. 
The foreman-manager knows just what his 
standards are and it is up to him to meet 
or better them. The standard for acci- 


Research and Experiment 


Inspiration and Profit in Product 
Research 
“In good times,” states the Vice-Presi- 
dent of Thomas A. Edison, Inc., “there is 
no urge other than that of going along in 


dents in the works costs is zero so that 
every accident in the plant costs every su- 
pervisor money. The supervisor is well 
equipped for job training—to train his men 
in the proper technique of doing the job. 

This company considers its safety tech- 
nique as a barometer of the effectiveness of 
the manufacturing organization. When 
good safety records are made in a depart- 
ment they are usually accompanied by good 
cost and production methods. By C. H. 
Murray. American Mutual Magazine, 
June, 1933, p. 8:4. 


the prosperous rut. But, when red ink 
creeps into the result of any enterprise, 
then research for better methods, better 
products, and better distribution becomes 
vitally necessary.” He describes some of 
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the successful research and promotional 


activities which preceded the public in- - 


troduction of the Ediphone, a recently im- 
proved Edison product. By Nelson C. 
Durand. Executives Service Bulletin, July, 
1933, p. 3:2. 


Product Development Provides Price 
Anchor 

“We've had the thrill of seeing a new 

style in glasses, which we had planned and 

produced with great care, come to be a 

stabilizer of wholesale and retail prices in 
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times when it was pretty hard to find a 
price anchor that would hold,” says the 
Chairman of the Board of the American 
Optical Company in describing the develop- 
ment program which resulted in the com- 
pany’s product, Ful-Vue eyeglasses. He 
concludes that “a pioneering development 
study truly made to meet the desires of the 
trade and the public and enthusiastically 
marketed and fostered by the manufacturer, 
is the answer to many a management prob- 
lem.” By Albert B. Wells. Executives 
Service Bulletin, August, 1933, p. 5:2. 


MARKETING MANAGEMENT 


Spectacular Chrysler 


The record-breaking performances of the 
Chrysler Corporation warrant an examina- 
tion of the methods and policies which have 
made these achievements possible. The 
company’s capitalization of the depression 
has been due in a large measure to the 
strategy of the chief executive and his as- 
sociates. Salient in this strategy is a 
policy of flexibility—the first Chrysler in- 
troduced a new note in motor car design 
and subsequent models have followed the 
old lead. At a time when other industries 
have been farming out orders, the Chrysler 
Corporation has shown a tendency to be- 
come more and more self-integrated. The 
company has developed an industrial col- 
lege from which students are graduated 
into Chrysler laboratories. With even its 
brains self-made, Chrysler Corporation be- 
comes the most integrated of manufactur- 
ers. Business Week, July 22, 1933, p. 11:2. 


Goods Priced for Profit Sell Easier Than 
At Cut Price 


The O-Cedar Corporation has proved by 
actual experiment these two vital points: 
that it is possible to reduce the price of 
merchandise to a figure where it will not 
sell at all; and that an advertised brand, 
contrary to the impression prevailing in 
some quarters, can be priced and sold on 
a basis that can make it yield a positive 





and sufficient profit to the wholesaler and 
retailer. 

A ten-point program, based on a study 
involving the expenditure of two years’ 
time and considerable money, has resulted 
in a steady monthly increase in sales. The 
story is told of how the elements of the 
new policy were worked out and put into 
effect. By P. J. Erbes, Jr. Printers’ Ink, 
August 24, 1933, p. 3:5. 


Names—The Key to Sales 


The purpose of this booklet is to show 
how to make mailing lists a constant source 
of profits. It tells of the value of names 
as a business asset, how to check and 
qualify names, how to compile a good mail- 
ing list, how to plan an effective direct 
mail campaign, how to keep mailing lists 
alive, where to obtain directories recom- 
mended. Addressograph-Multigraph Cor- 
poration, 1932. 68 pages. 


Coin-in-the-Slot Typewriters Prove 
Profitable in German Post Offices 


Coin-in-the-slot typewriters placed in 
permanent fixtures in post office lobbies in 
Berlin are reported to be grossing owners 
as much as $15 a month for each machine. 
When a coin is deposited it releases the 
keys for 10 minutes, it being necessary to 
deposit another coin when the time ex- 
pires if the writer wishes to continue. A 
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combination which goes with the type- 
writer installation is a desk drawer which 
contains a sheet of bond paper, one of tis- 
sue and a sheet of carbon together with an 
envelope, the drawer being opened by de- 
positing an additional coin. 

The same firm which installs the type- 
writers in post offices is reported to be 
developing a plan to install portable type- 
writers in rooming houses for use by travel- 
ing men and others who wish to write let- 
ters or reports. Domestic Commerce, July 
30, 1933. 


Many Colors May Spoil the Package 


In recent years, there has been a rather 
definite tendency towards more extensive 
use of color. The insistence on economy as 
a result of the depression has checked and 
at times reversed this tendency. There is, 
however, ample evidence to show that effec- 
tive use of a single color may result in a 
greater volume of sales than was previ- 


Buying, Receiving, Storing, Shipping 


New York’s Union Freight Station— 
Some Problems It Solves 

All the trunk line railroads serving Man- 
hattan Island, acting in concert, lease and 
operate a joint freight station from the 
Port of New York Authority. The author 
indicates the problems that led to this 
step, describes the operation of Manhat- 
tan’s first union freight station, and pre- 
dicts that, if this solution proves sound, 
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ously attained by a multi-colored package. 
By Martin Ullman. Printers’ Ink, July, 
30, 1933. 


The Market Business Forgets 


The tourist camp industry has grown 
up and prospered in depression. Its in- 
vestment is now $250,000,000 and it has 
30,000,000 patrons. Seventy per cent of 
these camps sell groceries, 72 per cent have 
a dining service, restaurant and soda foun- 
tains, 75 per cent handle gasoline, oil and 
automobile accessories, 75 per cent are open 
the year round. 

The average manufacturer has failed to 
recognize the real possibilities in this 
gigantic tourist camp industry. National 
organizations which have not neglected this 
market are the Continental Oil Co., Coca- 
Cola, Colgate-Palmolive-Peet, and Lever 
Bros. By John J. McCarthy. WNation’s 
Business, August, 1933, p. 38:3. 


similar depots will become available in 
other areas of the metropolitan district “to 
the end that gradually all merchandise 
freight stations will be removed from the 


_water front.” By J. C. Evans. Executives 


Service Bulletin, July, 1933, p. 5:2. 


Beer 
How it is packed and handled. By C. M. 


Bonnell, Jr. Packing and Shipping, Au- 
gust, 1933, p. 6:5. 


Sales Promotion: Letters, House Organs, Advertising 


Taylor Finds Consumer Slant for Scien- 
tific Line; Sales Jump 

The Taylor Instrument Companies, after 
a three months’ test of a new sales plan, 
found a 45 per cent increase in business in 
July. Three factors played equally impor- 
tant parts in this spurt of progress: 1. 
Redesign of products; 2. Survey of mar- 
kets; 3. Formulation of a new merchan- 


dising and advertising program—in which 
the major change was that of switching 
from a direct-to-retailer as well as whole- 
saler distribution to wholesaler only so far 
as their relations with the drug and hard- 
ware trade were concerned. 

Field research showed three salient fea- 
tures—the types of instruments desired, the 

















range within which they were to be re- 
ceived popularly, and the logical channels: 
through which distribution should be made. 
Sales conferences were held at which the 
sales manager explained the reasons for 
and the results of the new design program ; 
the sales policy; the advertising plans and 


THE MANAGEMENT INDEX 





283 


the window and counter displays he wanted 
the salesmen to push. He gave them a 
formal education in up-to-the-minute sell- 
ing, and sent them into the field armed 
with information and enthusiasm. By R. 
S. McFadden. Sales Management, Aug. 
15, 1933, p. 150:3. 


Salesmen: Selection, Training, Compensation 


A Profitable House Publication With 
Only 150 Circulation 


The J. A. Folger Company (coffee), 
which issues a four-page, illustrated weekly 
house magazine with a circulation never 
exceeding 150, ascribes its profitable dis- 
tribution to salesmen, proved by checkable 
results, to its “human” editorial policy. The 
strictest rule of this publication is that 
there shall be no definite sales direction; 


Retailing 
Expenses and Profits of Variety Chains 
in 1931 Compared With 1929 


Unlike some other types of retail busi- 
ness, chain variety stores maintained their 
dollar sales volume remarkably well dur- 
ing the years 1930 and 1931. The 24 com- 
panies which reported for both 1929 and 
1931 had almost the same aggregate dollar 
sales volume in the two years. Because of 
the decline in prices over this period it is 
a fair inference that the physical volume 
of merchandise handled must have been 
substantially greater in 1931. An import- 
ant means by which many of these chains 
maintained dollar volume over this period 
was to open or acquire a substantial num- 
ber of new stores. At the same time that 
the number of stores increased, the sales 
per store decreased sharply; and while 
store inventories were substantially re- 
duced, the rate of gross margin declined 
only slightly. The effect of the decrease 
in sales per store, however, was to in- 
crease the total percentage cost of doing 
business. Of the two principal classifica- 
tions of expense, namely, payroll and ten- 
ancy costs, the first remained almost un- 





no request for cooperation; no “do this 
and don’t do that.” 
men’s business 


Only news of sales- 
activities and ideas is 
printed. The paper is an “idea exchange” 
which enables the men on the sales force 
to put into effect and profit by the good 
ideas and experiences of other salesmen in 
the field. By Frank Atha. Printers’ Ink 
Monthly, August, 1933, p. 29:2. 


changed in ratio to sales, as a consequence 
of reductions in payroll; the latter, being 
fixed in character, rose sharply in ratio 
to sales. With the increase in total ex- 
pense, profits of course declined. In all 
these changes, average sales per store ap- 
parently was one of the key factors. The 
best results over this period were shown 
by those companies which were able either 
to increase their average sales per store 
or to avoid more than a small decrease in 
this figure. By Malcolm P. McNair. 
Harvard University Bureau of Business 
Research Bulletin No. 89, 1933. 60 pages. 


The Chemist in the Department Store 


The organization and activities of a test- 
ing laboratory in a department store are 
described and illustrated by the Director 
of the Bureau of Standards of R. H. Macy 
& Company, Inc. The staff of this bureau 
consists of thirty odd employees who ex- 
amine approximately 900 different speci- 
mens a week in order to maintain and safe- 
guard the quality of the merchandise han- 
dled throughout the store. 
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One of the biggest difficulties encount- 
ered by the bureau has been the develop- 
ment of specialized equipment suitable for 
research purposes in its field. The con- 
suming public, the author states, is daily 
becoming more quality-conscious. Instru- 
ment manufacturers should, therefore, rec- 
ognize this tendency, as well as the virgin 
field which it represents for the marketing 
of their products, and equip themselves to 





Monetary Policy and the Depression. 
Report by the Group of the Royal Insti- 
tute of International Affairs. Oxford 
University Press, New York, 1933. 128 
pages. $2.75. 


In the introduction to this valuable vol- 
ume summarizing and appraising the cur- 
rent proposals to annihilate the depression 
and turn business back once more to the 
rosier paths of prosperity, it is dryly ad- 
mitted that, “The present investigation has 
been inspired by the belief that at a time 
when heated public controversy is going on 
around monetary questions, there is lacking 
a background against which remedial pro- 
posals can be seen in their proper propor- 
tion. . . . The individual only too often 
forms his opinion on monetary and eco- 
nomic questions, not upon reasoned infor- 
mation, but in an atmosphere of personal 
preference tempered by uncertainty.” 

Recognizing the bitter prejudice and un- 
reasoning bias which frequently character- 
izes discussions concerning the relative im- 
portance of monetary correctives of the 
current depression as distinguished from 
industrial correctives, the Royal Institute 
of National Affairs has sought in this book 
to make an analysis and exposition of the 
merits and demerits of the specific plans 
for lifting business out of its slough of 
despond. While the authors frankly recog- 
nize that economic nationalism, tariff bar- 
riers, and war debts and reparations have 


Survey of Books for Executives 
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fill the requirements of those desiring to 
test merchandise from the consumer’s angle. 

A research laboratory in a department 
store, the author concludes, is from every 
vantage point an aid to the organization 
employing it, in addition to being a bene- 
ficiary of the manufacturers and a safe- 
guarder of the consuming public. By 
Ephraim Freedman. Research Laboratory 
Record, July, 1933, p. 132:6. 


each played a part in the development of 
the present business cycle, particular em- 
phasis is given to the monetary phases of 
the problem because of the sharp contro- 
versies raging thereon. 


After considering the influence of sav- 
ings and new investments, the course of 
prices and superabundant productive ca- 
pacity, two chapters are devoted to weigh- 
ing the various classes of measures that 
have been recommended against the depres- 
sion, detailed attention being paid to cheap 
money, government policy and investment, 
and public expenditure on capital works. 
In these chapters the authors state without 
intellectual heat some general conclusions 
it would be well to keep in mind. “No 
recovery, it is generally agreed, can be 
really solidly grounded unless it is accom- 
panied by a restoration of activity in those 
trades (as, for example, building and ma- 
chinery) for whose products new invest- 
ment creates a demand. Once recovery in 
this section of the economic system sets in, 
it is likely to make its influence felt 
throughout the whole system.” If a nation 
is to reflate, “public works expenditures 
out of loans, or a little anticipatory reduc- 
tion of taxation would seem to offer a 
more satisfactory course than the more 
spectacular measures (through government 
printing press~ » which are sometimes sug- 
gested.” 

Thir 


teworthy for its bal- 











SURVEY OF BOOKS FOR EXECUTIVES 


anced judgments. It merits consideration 


by every person in United States intelli- . 


gently concerned about our monetary pol- 
icy. There is an index of five and one- 
half pages. 
Frank Parker, Professor of Finance, 
Wharton School of Finance and Commerce, 
University of Pennsylvania, 





Time to Live. By Gove Hambidge. Whit- 
tlesey House, Mc-Graw Hill Book Co., 
New York, 1933. 144 pages. $1.50. 
With hundreds of thousands of workers 

all over the United States about to experi- 
ence a sudden shortening of their working 
week, the subject of the wise employment 
of leisure looms in significance. This vol- 
ume envisions an increasing amount of 
leisure and points out methods by which 
all of us can make our unemployed hours 
contribute to a richer and fuller life. 

The author talks of what time to live 
really means, of the preparation for the 
fruitful use of leisure, of the many activi- 
ties, mentally and physically fortifying, in 
which those who work in offices can in- 
dulge. He writes of the pleasures of gar- 
dening, of country living, games and sports 
and handicrafts, of how we can attain a 
finer and richer spirituality in a life of 
larger leisure. 





How to Budget for Profit. By Floyd 
H. Rowland. Harper & Brothers, New 
York, 1933. 297 pages. $4.00. 


This book approaches the budgeting 
problem from the viewpoint of the execu- 
tive who finds himself with a business in 
need of adjustment to the times, and indi- 
cates the steps necessary to bring about 
such adjustment. The author has selected 
a business which lacks all manner of con- 
trol data and apparently faces a loss in its 
next year. The steps deemed essential to 
an analysis of this business have been out- 
lined. The final picture indicated by the 
budget adopted for the coming year, dis- 
closes a different situation from that in 
which the company finds itself before the 
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process of retrospective and prospective 
analysis began. The importance of stand- 
ard costs is emphasized and standard costs 
for distribution receive considerable at- 
tention. 

Chapter headings: The Development of 
Budgetary Control; What Is Budgetary 
Control?; Organizing for Budgetary Con- 
trol; Determination of Sales Quotas; Pro- 
ration of the Total Sales Quota to Sales 
Territories; The Chart of Accounts; The 
Necessity for an Adequate Return on Cap- 
ital; Expense Standards for Manufactur- 
ing; Expense Standards for Administra- 
tive Distributive Expenses; Expense Stan- 
dards for Direct Sales; The Budget Fore- 
cast; Standard Costs for Manufacturing; 
Allocation of Distributive Expense to Di- 
rect Sales Departments; The Sales 
Budget; Controlling Distribution Activi- 
ties; The Production Budget; Expense 
Budgets; Treatment of Variations from 
Standard; The Plant Budget; Master 
Budgets. 


The Economics of Marketing. By Hugh 
B. Killough and Barrington Associates, 
Inc. Harper & Brothers, New York, 
1933. 608 pages. $5.00. 

The central theme of this volume is eco- 
nomic change and progressive adaptation of 
marketing institutions and methods to new 
sets of economic conditions. It is de- 
signed “to provide a background of gen- 
eral economics against which to examine 
the evolution of marketing institutions; an 
analysis of marketing principles and prac- 
tices; concise descriptions of marketing 
functions and agencies; and an illustrated 
survey of marketing research activities.” 

Part I outlines the historical setting of 
the subject. Part II discusses marketing 
costs, analyzes the principal marketing 
functions and describes the chief general 
marketing institutions. Part III is devoted 
to discussion of exchange value. The sig- 
nificance of price deviations, price making 
forces and pricing policies is emphasized. 
Numerous charts illustrate this discussion. 
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The probable directions of market expan- 
sion are considered in Part IV and Part V 
reviews the nation’s marketing research 
activities, dividing them into public and 
semi-public agencies, by manufacturing 
concerns and trade associations and by 
advertising agencies. The professional 
marketing research organization also re- 
ceives consideration. Part VI is a reca- 
pitulation of salient thoughts expressed in 
the book and a brief summary of the im- 
portant conclusions. A 34-page bibliog- 
raphy complements the text. 





The Technical Man Sells His Services. 
By Edward Hurst. McGraw-Hill Book 
Co., New York, 1933. 239 pages. $2.00. 
The aim of this book is to help the tech- 

nical man find a job through the applica- 
tion of analytic methods, to show him how 
to sell his services to the employer instead 
of asking for work. This advice is based 
on the author’s wide experience in the 
placement of technical graduates. 

The first four chapters diagnose the at- 
titudes of the job-seeker and the prospec- 
tive employer and discuss the technique of 
applying for a job. They emphasize the 
importance of a man taking stock of him- 
self and the job-finding problem. The au- 
thor then considers in as many chapters 
ten hypothetical cases, based on actual ex- 
perience, in which a young engineer asks 
for work. They illustrate the uses of ap- 
plied salesmanship in job-hunting. In the 
final chapter the author anticipates criti- 
cisms of his book, and answers them. 





The Framework of an Ordered Society. 
By Sir Arthur Salter. Macmillan, New 
York, 1933. 60 pages. 75c. 


Sir Arthur Salter believes that the time 
has come when we must build up a more 
logical control of national and international 
industry. In this small volume he out- 
lines his credo for the society of the future. 
“I believe,” he writes, “that the conditions 
and the methods of supplementing our 
present economic system with deliberate 
planning constitute one of the most urgent 


and difficult problems of our day... . 
Either Representative Government must be 
replaced, or it must reform itself and its 
methods. I do not believe that the only 
alternatives before us are a Communism 
which destroys both political and economic 
freedom, or a Fascism which, at the expense 
of political liberty, leaves a limited freedom 
for capitalists. . . . I believe that we can 
both plan and preserve freedom.” 

Sir Arthur advocates the establishment 
of national economic advisory councils, 
and indicates the rdles which such councils 
should play. 


The Investor Pays. By Max Lowenthal. 
Alfred A. Knopf, New York, 1933. 415 
pages. $2.50. 


The subject of this book is the receiver- 
ship and reorganization of the Chicago, 
Milwaukee, and St. Paul Railroad, written 
for the average investor who desires to 
know more about this seemingly complex 
phase of business practice. It is more than 
a case study of the largest receivership 
in American history. It is a clear and 
understandable analysis of current reor- 
ganization practice that goes beyond the 
mere mechanics of bankruptcy procedure 
and recapitalization of a financial struc- 
ture. Implicit in the book is an indictment 
of reorganization methods and of all bank- 
ing activity which aims to obtain irre- 
sponsible power. 

The author traces the events in the his- 
tory of the Road that led to the friendly 
receivership in 1925, “at a time when rail- 
road conditions had greatly improved.” 
He proceeds to show how banking interests 
dominated and controlled the reorganiza- 
tion activities from beginning to end; that 
they, and not representatives of the security 
holders, decided upon the “friendly” re- 
ceivership; that they were instrumental in 
appointing the three receivers, and in 
bringing the case before a_ receivership 
judge of their own choosing. They estab- 
lished protective committees favorable to 
themselves, putting themselves on the bond- 

















holders’ protective committee. And to make 
their position secure, they constituted 
themselves as reorganization managers. 
All this was accomplished in complete dis- 
regard of the security owners’ right to 
conduct the affairs of the road according 
to their own judgment. Although the 
banking interests owned no securities of the 
corporation, “they were first on the spot 
and arranged the picture, pre-empted all 
the seats, and assigned all but the center 
to their nominees.” 

The position occupied by the banking 
groups is summarized by the author as 
follows: “Control of the St. Paul reor- 
ganization was thus centered in men ha- 
bituated to assume the direction and re- 
organization of the public’s money inter- 
ests, chary of permitting public regulation 
of themselves and their activities, and prac- 
ticed in the arts of privacy. The tradi- 
tions and attitudes to which they were ac- 
customed throw some light on the banker’s 
manner of dealing with the courts, the 
Commission, and the St. Paul security 
holders. Between themsleves and the gov- 
ernment tribunals, between themselves and 
the security holders, the bankers almost 
invariably introduced a corporation, a com- 
mittee, somebody else’s lawyer, somebody 
else’s engineer, somebody else, for a veil, 
or a shield, or a sword.” 

J. W. Brum. 





Savings and Employee Savings Plans in 
Philadelphia. By William J. Carson. 
University of Pennyslvania Press, Phila- 
delphia, 1932. 112 pages. $1.50. 


An analysis of savings and types of 
plans to encourage savings and thrift 
among employees of industrial firms in 
Philadelphia. The organized channels for 
the accumulation of savings such as mutual 
savings societies, building and loan asso- 
ciations, the postal savings system, are 
discussed with relation to the industrial 
workers of this city. The employee sav- 
ings and thrift plans of industrial concerns 
are considered and their growth in recent 
years noted. It is pointed out that sav- 
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ings are closely related to business fluctua- 


tions. Receipts from and withdrawals by 
depositors of mutual savings banks undergo 
wide seasonal changes which reflect varia- 
tions in the activity of industry and trade 
and in the customs and conventions of the 
city. Cyclical changes in business are re- 
flected to a greater extent in receipts than 
in withdrawals—a fact which indicates that 
the receipts from new deposits are reduced 
in depression rather than that withdrawals 
are increased. Depositors appear to be un- 
willing to withdraw deposits heavily in 
periods of depression to finance immediate 
requirements so long as any other chan- 
nels for securing funds remain open. 





Debt and Production. By Bassett Jones. 
John Day Company, New York, 1933. 
147 pages. $2.50. 

Mr. Jones is inclined to regard orthodox 
economics as a snare and a delusion in 
view of the fact that, with the exception of 
a few recent writers, “no one seems to 
have viewed the flow of goods from raw 
materials to their final dissipation in con- 
sumption as an articulate whole, and no 
one seems to have approached the problem 
from the production end instead of from 
the consumption terminus.” Furthermore, 
he holds that the various and more or less 
involved connotations economists and sta- 
tisticians attach to the word “value,” in- 
hibit any appreciation on their part of the 
physical realities of the matter. 

Having taken his fling at orthodox eco- 
nomics, Mr. Jones turns his attention to 
modern industry and evolves a theory of 
production. He demonstrates statistically 
that all production tends towards a maxi- 
mum after passing a period of maximum 
growth. In the United States, he finds 
that nearly every form of production at- 
tained its maximum growth during the dec- 
ade from 1905 to 1915 and since that time 
has been increasing at a progressively 
slower rate of growth. It is the growth, 
he insists, or the rate at which quantities 
are changing at any instant, not the total 
volume of quantities, that is of vital im- 
portance to the success of the operation. 
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He illustrates this by pointing out that, 
whereas production has exhibited a declin- 
ing rate of growth, debt obligations have 
shown a constant growth factor in accord- 
ance with the law of compound interest. 
Inasmuch as fixed charges on the debt 
must be paid out of production, the diver- 
gent rates of growth imply ultimately im- 
possible results. The conclusion is ad- 
vanced that our debt structure must be re- 
organized so that it will possess the fol- 
lowing characteristics: “1. The quantity of 
debt at any time must have a one-to-one 
relation to the volume of production at 
that time. 2. The payment to debt at any 
time must have a one-to-one relation to 
the growth of production at that time. As 
a corollary it may be written that no debt 
can be incurred that cannot be paid back 
within the obsolescence period, or the use 
period, of the goods through the use of the 
incurred debt.” 





Stabilization of Employment. Papers 
presented at the Atlantic City Meeting 
of the American Association for the Ad- 
vancement of Science including a sum- 
mary of the results. Edited by Charles 
F. Roos. Principia Press, Inc., Bloom- 
ington, Ind., 1933. 300 pages. $3.50. 


The following papers are included: The 
Present Day Viewpoint of Science by C. F. 
Kettering; Machinery and Unemployment 
by Dugald C. Jackson; Social Effects of 
Mass Production by Dexter S. Kimball; 
The Concepts of Momentum and Inertia in 
Economics by Carl Snyder; Employment 
Stabilization Through Public Works by 
Leo Wolman; Municipal Public Works as 
a Stabilizer of Employment by W. N. 
Loucks; Self-Liquidating Public Works 
as a Factor in Equalizing Employment in 
Times of Depression by John Lyle Har- 
rington; Employment: Assurance and In- 
surance by Gerard Swope; Actuarial As- 
pects of Unemployment Insurance by H. 
L. Rietz; The Relation of Employment to 
the Price Level by Irving Fisher; Produc- 
tion and Demand: Contrasts Between 
Agriculture and Other Industries by Elmer 
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J. Working; International Capital Move- 
ments by Alvin H. Hansen; Monetary 
Prerequisites For Employment Stabiliza- 
tion by James W. Angell; Securities by 
Charles F. Roos; Legislation For the Re- 
duction and Relief of Unemployment by 
Karl T. Compton; The Outlawry of Un- 
employment by Royal Meeker; General 
Legislative Remedies by Everett Du Puy. 





Value Theory and Business Cycles. By 
Harlan Linneus McCracken. Falcon 
Press, New York, 1933. 270 pages. 
$4.00. 

In the development of economic thought, 
two basically different theories of value 
have emerged. One group of theorists, 
ranging in time and space from David 
Ricardo to legions of modern viewers-with- 
alarm, regard value as being inherent, or 
embodied in things. These theorists con- 
centrate on the supply side of the exchange 
equation and are interested primarily in 
the long-run forces which make for equilib- 
rium. Robert Malthus and his followers, 
on the other hand, are prone to point out 
that in the long run, we are all dead. They 
regard value as being determined in the 
market place; to them, it arises from the 
actions and reactions of individuals and not 
from any property embodied or inherent in 
goods. These latter theorists concentrate 
on the demand side of the exchange equa- 
tion and devote their attention to the short- 
run forces which produce instability. 

After examining the particular value the- 
ories of representative individuals in both 
groups and applying their theories to the 
objective manifestations of wave-like 
movements in our economic life, the author 
concludes that “no embodied value theorist 
can logically explain a business cycle. He 
must stop with the explanation of a secular 
trend or arrive at an explanation of busi- 
ness cycles by a logical inconsistency or 
contradiction. On the other hand, the con- 
structive approach to business cycle theory 
proceeds from the commanded theory of 
value first formulated by Malthus.” 

J. E. H. 








